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CHARACTERISTICS OF GEM OF THE
STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE”)

GEM has been positioned as a market designed to
accommodate small and mid-sized companies to
which a higher investment risk may be attached
than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential
risks of investing in such companies and should
make the decision to invest only after due and careful
consideration.

Given that the companies listed on GEM are generally
small and mid-sized companies, there is a risk that
securities traded on GEM may be more susceptible to
high market volatility than securities traded on the Main
Board and no assurance is given that there will be a liquid
market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock
Exchange take no responsibility for the contents of this
quarterly report, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for
any loss howsoever arising from or in reliance upon the whole or
any part of the contents of this quarterly report.

This quarterly report, for which the directors (the “Directors”) of
Sanbase Corporation Limited (the “Company”) collectively and
individually accept full responsibility, includes particulars given in
compliance with the Rules Governing the Listing of Securities on
GEM of the Stock Exchange (the “GEM Listing Rules”) for the
purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that to
the best of their knowledge and belief the information contained
in this quarterly report is accurate and complete in all material
respects and not misleading or deceptive, and there are no
other matters the omission of which would make any statement
herein or this quarterly report misleading.
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CORPORATE INFORMATION
NGRS

BOARD OF DIRECTORS

Executive Directors

Mr. Wong Sai Chuen (Chairman and Chief Executive Officer)
Mr. Wong Kin Kei (Chief Operating Officer)

Ms. Hui Man Yee, Maggie

Non-executive Director
Mr. Cheung Ting Pong (resigned on 22 October 2019)

Independent Non-executive Directors

Mr. Cheung Chi Man, Dennis (appointed on 21 January 2020)
Mr. Chan Chi Kwong, Dickson (appointed on 21 January 2020)
Mr. Pang Chung Fai, Benny

Mr. Fan Chun Wah, Andrew, J.P. (resigned on 1 January 2020)
Mr. Wu Kam On, Keith (resigned on 2 February 2020)

AUDIT COMMITTEE
Mr. Cheung Chi Man, Dennis (Chairman)
(appointed on 21 January 2020)
Mr. Chan Chi Kwong, Dickson (appointed on 21 January 2020)
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Mr. Wong Sai Chuen (Chairman) (appointed on 8 January 2020)
Mr. Cheung Chi Man, Dennis (appointed on 21 January 2020)
Mr. Chan Chi Kwong, Dickson (appointed on 21 January 2020)
Mr. Pang Chung Fai, Benny

Mr. Fan Chun Wah, Andrew, J.P. (resigned on 1 January 2020)
Mr. Wu Kam On, Keith (resigned on 2 February 2020)

COMPLIANCE OFFICER
Mr. Wong Sai Chuen
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Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong
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Dear shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of Sanbase Corporation Limited (the “Company”),
| present you the unaudited condensed consolidated results of
the Company and its subsidiaries (collectively the “Group”) for
the three months and nine months ended 31 December 2019.

The Company has been committed to strengthening its leading
position in the fit-out industry in Hong Kong, ever since the
successful listed on GEM of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) in 2018. Thanks to
the dedicated effort from our management team and staff, we
expended the proceeds from listing and in return, securing
more and larger contracts. There were 205 projects undertaken
for the nine months ended 31 December 2019, representing
an increase of 4.6% as compared to 196 projects of the same
period in 2018 and the revenue also increased by 19.2% to
HK$481.9 million. Such achievements not only reflect that
our project management capabilities are highly recognised by
customers, but also illustrated our growing brand recognition
and market share in the highly-competitive fit-out market.

We also strive to achieve better financial performance through
continuous integration and improvement of the daily operations
of acquired companies. With the completion of two acquisitions
in Hong Kong and China respectively in 2018, the Group’s
business has expanded to China market with great potential and
opportunities, and is involved in design business that can enrich
our portfolio, allowing us to provide customers with one-stop fit-
out solutions, yielding higher customer loyalty and enhance the
Group’s competitive. For the nine months ended 31 December
2019, the two acquisitions in Hong Kong and China contributed,
respectively, revenues of HK$177.4 million and HK$37.8 million,
which represent year-on-year increases of 37.0% and 126.4%
and account for 36.8% and 7.8% of the Group’s total revenue.
Such fruitful results showcase the Group’s ability to identify,
execute, integrate and improve acquisition targets, and take a
solid foundation for us to explore new projects in overseas. The
Group also had its first ever collaboration with subcontractor
in a commercial and residential building project in Cambodia
last year, the quality of construction being well recognised by
the market. The accomplishments both in China and Cambodia
demonstrated that the Group has the ability to replicate Hong
Kong’s business model to new markets and further expand our
business footprint.

CHAIRMAN'S STATEMENT
ETREHRE

BERRER :
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481.9EEB L - WERE T B RBREMIBE EE4E
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CHAIRMAN'S STATEMENT
TREHmE

Looking forward to 2020, we remain positive in the commercial
fit-out services market in both Hong Kong and China and
believe the short-term uncertainties will gradually fade. Hong
Kong continues to be the throne of global initial public offering
fundraising in last year, with over 160 corporates elected to
go listing in Hong Kong, this will stimulate demand for Grade
A offices in central business districts and drive related fit-out
service orders. In the longer term, favourable policies such
as “Moving out of Central” and “Green Office” in Hong Kong,
as well as the buleprints of developing new central business
districts in the Guangdong-Hong Kong-Macau Greater Bay
Area, should provide further impetus to the market. As it
continues its rapid urban development in China, we see
unprecedented opportunities to work hand-in-hand with
quality subcontractors and real estate developers in regional
markets. Such bright prospect, along with the fact that we were
able to maintain a double-digit revenue growth and a strong
project pipeline despite challenging circumstances, give us
encouragement and comfort.

While continuing to expand our business, we will continue
to strengthen cost and efficiency management. In addition
to striving for better deals in contract renewal with existing
subcontractors, we will also expand our subcontractor portfolio
in order to enable us more flexibility in cost control. However,
we believe the cost pressure will be brief, and it will become
more stable as the market slowly reaches its equilibrium
once our subcontractor portfolio is improved. Boosted by the
strong revenue growth, we believe that the Group’s financial
performance is likely to improve further when the market
sentiment recovers.

Difficult times call for dedication and unity. Without your
unequivocal support, we will never become who we are. | wish
to take this opportunity to thank my colleagues and all staff
for your valuable suggestion and dedication, and to thank our
business partners, shareholders and stakeholders for your
trust and patience. The Group will strive to overcome future
challenges and commit to offer high-quality fit-out services to
the industry as well as deliver greater and sustainable returns to
our shareholders.

Chairman of the Board
Wong Sai Chuen
Hong Kong, 6 February 2020
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Unaudited
REEX Change in
Nine months ended 31 December percentage
BZ12A31B LA A BOLLED
2019 2018
2019%F 20184
HK$’000 HK$’ 000
FETT FET
Revenue WA 481,905 404,370 +19.2%
Gross profit EH 45,703 41,258 +10.8%
Gross profit margin EFE 9.5% 10.2%
Profit before income tax B B A1 A 19,599 21,914 -10.6%
Profit attributable to owners of the RREHEB AEE ST
Company 10,225 15,985 -36.0%
HK cents HK cents
Bl JBEM
Basic and diluted earnings per share & I% E /K 7 # 5% & F 5.17 7.99
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2019 THIRD QUARTERLY RESULTS
019FF=FTEF X4

The Board of the Company is pleased to present the unaudited ARAFTEETEMRAIIRLSAEEEH £2019F12 A31H
condensed consolidated results of the Group for the three 1F31E A ROfEl A K RKEEZERLLS ¥4 @ ER2018
months and nine months ended 31 December 2019, together FRI ML & EFM T :

with the comparative figures for the corresponding period in

2018, are as follows:

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

AREBEZEHGESEZEREMZEKER

FOR THE THREE MONTHS AND NINE MONTHS ENDED 31 DECEMBER 2019

B Z2019F 1231 H 1L 318 A %916 A

Unaudited
REBERX
Three months ended Nine months ended
31 December 31 December
B Z=Z12HA31B L3E A B ZEZ12HA31B Lt9@E A
2019 2018 2019 2018
20194 20184 20194 20184
Note HK$’000 HK$’ 000 HK$’000 HK$’ 000
k3 FE T FAET FET FET
Revenue A 4 134,511 183,649 481,905 404,370
Cost of sales & B A 5 (117,853) (167,478)  (436,202) (363,112)
Gross Profit EF 16,658 16,171 45,703 41,258
Administrative expenses THHAX 5 (9,621) (7,416) (24,063) (19,334)
Impairment losses on financial % @l & & &5 18
assets - — (1,931) =
Operating profit B EHEF 7,037 8,755 19,709 21,924
Finance income 81 7 Uz A 137 7 168 57
Finance costs B 7% B 7R (83) (67) (278) (67)
Finance income/(costs) MU A ()

— net — F8 6 54 (60) (110) (10)
Profit before income tax R Bt A F 7,091 8,695 19,599 21,914
Income tax expense Frig®i b X2 8 (1,545) (2,081) (4,495) (4,831)
Profit for the period RN 5,546 6,614 15,104 17,083
Other comprehensive income/ Eft 2 E %~

(loss), net of income tax (F588) MR EH
Item that may be subsequently B 1Z ] fEE #7218
reclassified to profit or loss mHYIE A
— Exchange differences — BEFINETE
arising on translation of EENE R
foreign operation =5 219 65 35 (70)
Total comprehensive income HAZ2E U EHE
for the period 5,765 6,679 15,139 17,013

8 SANBASE CORPORATION UMITED  THIRD QUARTERLY REPORT 2019



2019 THIRD QUARTERLY RESULTS
019F FE=FEF X4

UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
ARBEREARGEERAMEZEREX

FOR THE THREE MONTHS AND NINE MONTHS ENDED 31 DECEMBER 2019
B Z22019F 12831 H 1F316 A Xk 916 A

Unaudited
KA ERZ
Three months ended Nine months ended
31 December 31 December
BEZ12A31H L3 A B Z12A31H 1L9E A
2019 2018 2019 2018
20194 20184 20194 20184
Note HK$’000 HK$’ 000 HK$’000 HK$’ 000
ol FE T FAET FE T FET
Profit/(loss) for the period B RER
attributable to: (E8)
Owners of the Company ViN/NETEZ =N 5,634 8,208 10,225 15,985
Non-controlling interests FEVE IR = (88) (1,594) 4,879 1,098
5,546 6,614 15,104 17,083
Total comprehensive EESHREEmKE
income/(loss) for (| @5 .
the period attributable to:
Owners of the Company ZiN/NESTEZ =N 5,617 8,256 10,090 15,940
Non-controlling interests FEIE AR M = 148 (1,577) 5,049 1,073
5,765 6,679 15,139 17,013
HK Cents HK Cents HK Cents HK Cents
Al JEN B JEN
Earnings per share AANTEE AEML
attributable to owners SREF
of the Company
Basic and diluted AR REE 9 2.85 410 5.17 7.99




UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

AEERERG RSB

FOR THE NINE MONTHS ENDED 31 DECEMBER 2019
#ZE20199F 12431 H 1F918 A

At 1 April 2018

Profit for the period

Other comprehensive
loss for the period:

Exchange differences
arising on translation
of foreign operation

Total comprehensive

(loss)/income for the

period

Non-controlling interests

on acquisition of
subsidiaries
Dividends declared

At 31 December 2018

At 1 April 2019

Profit for the period
Other comprehensive

(loss)/income for the

period:

Exchange differences
arising on translation
of foreign operation

Total comprehensive

(loss)/income for the

period
Dividends declared

At 31 December 2019

Unaudited
RBEY
Attributable to owners of the Company
KAREE AR Unaudited
Shares REEG
held under Non-  Unaudited
Share Share share award Exchange  Retained controlling ~ REEH
capital premium scheme reserve earnings Subtotal interests Total equity
R % B
SEIT FER
k& ROEE FiRRe EiRE  REEN N B BREH
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FEx FEx FEx FEx FEx FEx FEx TEx
M2018F4 /18 1,553 68,632 - - 41,408 111,593 - 111,593
R - - S S 15,985 15,985 1,098 17,083
HAEGLEES
BEBNEBEL
ERER
- - - (45) - (45) (25) (70)
Bh2E(EE)/
hsaE
- - - (45) 15,985 15,940 1,073 17,013
KEHBATH
FERER
- - - - - - 2,942 2,942
BERERE - (4,800) - - - (4,800) - (4,800)
72018% 12310 1,553 63,832 - (45) 57,393 122,733 4,015 126,748
#2019F4A1R 1,553 63,832 (2,998) (53) 69,524 131,858 4,946 136,804
HREF - - - - 10,225 10,225 4,879 15,104
BAEMEE
(BB)/ W :
REBNER
EEH
ERER - - - (135) - (135) 170 35
Bh2m(EE)/
KEEH
- - - (135) 10,225 10,090 5,049 15,139
BERRE - (6,200) - - - (6,200) - (6,200)
72019127310 1,553 57,632 (2,998) (188) 79,749 135,748 9,995 145,743
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED

S

CORPORATE INFORMATION

Sanbase Corporation Limited was incorporated in the
Cayman lIslands on 24 March 2017 as an exempted
company with limited liability under the Companies Law
Cap 22 (Law 3 of 1961, as consolidated and revised)
of the Cayman Islands. The address of the Company’s
registered office is 4th Floor, Harbour Place, 103 South
Church Street, P.O. Box 10240, Grand Cayman KY1-
1002, Cayman lIslands. The principal place of business is
16/F, Loon Kee Building, 267-275 Des Voeux Road
Central, Hong Kong.

The Company is an investment holding company and its
subsidiaries are principally engaged in provision of interior
fit-out solutions in Hong Kong and the People’s Republic
of China (the “PRC”). The ultimate holding company of
the Company is Madison Square International Investment
Limited. The ultimate controlling party of the Group is
Mr. Wong Sai Chuen (“Mr. Wong” or the “Controlling
Shareholder”).

The shares of the Company (the “Shares”) have been
listed on GEM of the Stock Exchange since 4 January
2018.

The unaudited condensed consolidated financial
information for the three months and nine months ended
31 December 2019 have been reviewed by the audit
committee of the Company (“Audit Committee”) but have
not been reviewed or audited by the Company’s auditor.

BASIS OF PREPARATION

This unaudited condensed consolidated financial
information for the three months and nine months ended
31 December 2019 has been prepared in accordance with
all applicable Hong Kong Financial Reporting Standards
(the “HKFRSs”), which is a collective term for all individual
HKFRSs, Hong Kong Accounting Standards (“HKASs”)
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants and the applicable disclosure
requirements of the Hong Kong Companies Ordinance
and the Rules Governing the Listing of Securities on GEM
of the Stock Exchange (the “GEM Listing Rules”). The
unaudited condensed consolidated financial information
does not include all information and disclosures as
required in the annual financial statements and should be
read in conjunction with the Company’s annual report for
the year ended 31 March 2019.

FINANCIAL INFORMATION
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

N

2.

RELERAGS B ERME

BASIS OF PREPARATION (continued)

The unaudited condensed consolidated financial
information for the three months and nine months ended
31 December 2019 have been prepared on the historical
cost basis except for certain financial instruments that are
measured at fair value, as appropriate.

All amounts are presented in Hong Kong dollar thousands
(“HK$’000”) in this unaudited condensed consolidated
financial information unless otherwise stated.

The accounting policies adopted for this unaudited
condensed consolidated financial information are
consistent with those of the previous financial year, except
for the adoption of new and amended standards as set out
below.

New and amended standards adopted by the
Group

A number of new or amended standards became
applicable for the current reporting period, and the Group
had to change its accounting policies as a result of
adopting HKFRS 16 “Leases”.

The impact of the adoption of the leasing standard and the
new accounting policies are disclosed in note 3 below. The
other standards did not have any impact on the Group’s
accounting policies.

The Group has not applied any new and revised HKFRSs
that are not yet effective for the current period. There
are no other standards that are not yet effective and
that would be expected to have a material impact on the
Group in the current or future reporting periods and on
foreseeable future transactions.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED

S

CHANGES IN ACCOUNTING POLICIES
This note explains the impact of the adoption of HKFRS
16 “Leases” on the Group’s unaudited condensed
consolidated financial information and discloses the new
accounting policies that have been applied from 1 April
2019 in note 3(b) below.

The Group has adopted HKFRS 16 “Leases” from 1 April
2019, but has not restated comparatives for 31 March
2019 reporting period, as permitted under the specific
transitional provisions in the standard. The reclassifications
and the adjustments arising from the new leasing rules
are therefore recognised in the opening consolidated
statement of financial position on 1 April 2019.

(a) Adjustments recognised on adoption of

HKFRS 16 “Leases”

On adoption of HKFRS 16 “Leases”, the Group
recognised lease liabilities in relation to leases which
had previously been classified as “operating leases”
under the principles of HKAS 17 “Leases”. Leases
liabilities were measured at the present value of the
remaining lease payments, discounted using the
lessee’s incremental borrowing rate at 4.3% per
annum as at 1 April 2019.

The measurement principles of HKFRS 16 are
only applied after that date. The lease liabilities as
at 1 April 2019 reconciled to the operating lease
commitments as at 31 March 2019 are as follows:

Operating lease commitments disclosed
as at 31 March 2019
Discounted using the lessee’s incremental
borrowing rate of at the date of initial application
Less: short-term leases recognised on
a straight-line basis as expense
Add: adjustments as a result of a different treatment
of extension options

Lease liabilities recognised as at 1 April 2019

of which are:
Current lease liabilities
Non-current lease liabilities

FINANCIAL INFORMATION
REZERAGES B ERME

3. BifHEKEE
AWMEFmRERME S B REERFE165
EINAEERCEZEASEVBERNE
2 W TXHE30)#EB2019F4 1B K
ME TR o

AEBB010F4 1A BENBT BT BREE
BIE165R [ E | - MW KR E 5201943 A31 H
REHHEMLEEEE  WHEENZETRE
MRS AR - At - AFAEERBSIENE
T OB EAZRNR019F41 BN BHVEE T
AR KPR ©

RABEBMBREERE16KAE]
s 2 50 B 58 B
REMERBY B REEAF165HE
B AKECHERMRETSSFENS
17TRIAE IR BERIEEHE INHE
EHREEAE ZFHEABUARNKA
ENRHREE - LRAAHEAR2019
FARTBMIEEBRENKII%EITR
IH o

(a)

EAVBBREENFEIHENEERANERE
ZBEHZBER - R2019F481HNEE
BEHEN2019F3 A31 BR& LT S HAIE

HERMT -
HK$’ 000
FET
R2019FE3 AT BB KR ZE
HERE 5,573
KRB ERBEHRERAARAZES
& A R EFTREIR 4,353
B NEREIERABRZEHAE
(57)
n: AEEREEmMETTREEREDN
RS 2,869
MR2019F4A1HERZ2HEERE 7,165
He o
RBHEEARE 2,295
ERBHEERE 4,870
7,165




NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
ARBELEAGSTBERME

3. CHANGES IN ACCOUNTING POLICIES 3. EBXREE®W

(Continued)

(a) Adjustments recognised on adoption of () RMEBHBHREERFE165KHE ]
HKFRS 16 “Leases” (Continued) BEZRNARZ)
The associated right-of-use assets for property MEBRERB 2 FRBEEEDRBESERHA
leases were measured at the amount equal to EBEMLESTE  WHN2019F3A31H
the lease liability, adjusted by the amount of any FHRAEUBRARBEREHESENEM
prepaid or accrued lease payments relating to that FERNNEAHEN RO RBETAE - ©
lease recognised in the consolidated statement of VMBERBH HEBEEMHESNTE
financial position as at 31 March 2019. There were no HEREEEETHAE -

onerous lease contracts that would have required an
adjustment to the right-of-use assets at the date of
initial application.

The recognised right-of-use assets relate to the EHERANCAEEEREATEESERME
following types of assets: o

At 1 April 2019
R2019F 4 A1 H

HK$’ 000
TFET
Properties S 6,948
Equipment B 217
Total right-of-use-assets MERAEEE 7,165
Except for the above lease liabilities and right-of- B EAR2019F4 1B EHA P BEMRRE
use assets recognised in the consolidated statement FHREIANHEEERERAEEEIN  HE
of financial position as at 1 April 2019, there are no HALBEN2019F4 1B ELE BB AR
impact to other items of the consolidated statement KPEMIBERRBRENELE -
of financial position and retained earnings of the
Group as at 1 April 2019.
The carrying amounts of the Group’s right-of-use AEEFERAREEREERBENEREE
assets and lease liabilities and the movements during HHEH E2019F12A31 B LA AR 2 &
the nine months ended 31 December 2019 are as £ N N
follows:
Right-of-use assets Lease liabilities
FRAEEE HEAE
HK$’ 000 HK$’ 000
FAET FET
At 1 April 2019 M2019F 4 A1H 7,165 7,165
Depreciation (Note 5) e (Hits) (1,929) =
Interest expense AMEMAZ — 229
Lease payments HEMNRK — (2,086)
Exchange difference E i =5 (36) (36)
At 31 December 2019 2019512 A31H 5,200 5,272
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED

S

3. CHANGES IN ACCOUNTING POLICIES

(Continued)
(@) Adjustments recognised on adoption of

HKFRS 16 “Leases” (Continued)

The Group recognised rental expenses from short-
term leases of HK$70,000 during the nine months
ended 31 December 2019.

In applying HKFRS 16 “Leases” for the first time, the
Group has used the following practical expedients
permitted by the standard:

° the use of a single discount rate to a portfolio of
leases with reasonably similar characteristics;

° reliance on previous assessments on whether
leases are onerous;

° the accounting for operating leases with a
remaining lease term of less than 12 months as
at 1 April 2019 as short-term leases;

° the exclusion of initial direct costs for the
measurement of the right-of-use asset at the
date of initial application; and

° the use of hindsight in determining the lease
term where the contract contains options to
extend or terminate the lease.

The Group has also elected not to reassess whether
a contract is, or contains a lease at the date of
initial application. Instead, for contracts entered
into before the transition date, the Group relied on
its assessment made applying HKAS 17 “Leases”
and HK(IFRIC)-Int 4 “Determining whether an
Arrangement contains a Lease”.

FINANCIAL INFORMATION
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

N

7K S

|\J:

EREHAGES T BERMNE

3. CHANGES IN ACCOUNTING POLICIES

(Continued)
(b) The Group’s leasing activities and how

these are accounted for

The Group leases various offices, warehouses, and
equipment. Rental contracts are typically made for
fixed periods of one to four years but some may
have extension options as described in (i) below.
Lease terms are negotiated on an individual basis
and contain a wide range of different terms and
conditions. The lease agreements do not impose any
covenants.

Until the year ended 31 March 2019, leases of
property, plant and equipment were classified as
operating leases. Payments made under operating
leases (net of any incentives received from the lessor)
were charged to profit or loss on a straight-line basis
over the period of the lease.

From 1 April 2019, leases are recognised as a right-
of-use asset and a corresponding lease liability at the
date at which the leased asset is available for use by
the Group. Each lease payment is allocated between
the lease liability and finance cost. The finance cost
is charged to profit or loss over the lease period so
as to produce a constant periodic rate of interest on
the remaining balance of the lease liability for each
period. The right-of-use asset is depreciated over the
asset’s lease period on a straight-line basis.

Assets and liabilities arising from a lease are
initially measured on a present value basis. Lease
liabilities include the net present value of the fixed
lease payments (including in-substance fixed lease
payments), less any lease incentives receivable.

The lease payments are discounted using the
lessee’s incremental borrowing rate, being the rate
that the lessee would have to pay to borrow the
funds necessary to obtain an asset of similar value
in a similar economic environment with similar terms
and conditions.

Right-of-use assets are measured at cost comprising
the amount of the initial measurement of lease
liability.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED

FINANCIAL INFORMATION

AEBGEAGSTBER M

3. CHANGES IN ACCOUNTING POLICIES

(Continued)

(b) The Group’s leasing activities and how
these are accounted for (Continued)
Payments associated with short-term leases and
leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss.
Short-term leases are leases with a lease term of 12
months or less.

(i) Extension options
Extension options are included in a number of
property leases across the Group. These terms
are used to maximise operational flexibility in
terms of managing contracts. The majority of
extension options held are exercisable only by
the Group and not by the respective lessor.

4. REVENUE AND SEGMENT
INFORMATION

3. BHEESE &)

(b)

AEENWHEHEFEREIKRS E(E)

HERNEERENNRNEEBEEENH
ENERERNBETERARAX - EHHE
ERHEEH/I2EAX LI N12EANE

5 o

() EHAZEIER
AEENETYEHERSTHEE
B oZERRTDAREEREN T E
REEALCELTN - IBAEHKRI
DI EEREATHAEETE  H
TEHBEBEBEATER -

4. WARDBEHR

Unaudited
REEX
Three months ended Nine months ended
31 December 31 December
B Z12HA31H 1L3@A BZ12A31H1L9EA
2019 2018 2019 2018
20194 20184 20194 20184
HK$’000 HK$’ 000 HK$’000 HK$’ 000
FE T FET FET FET
Bare shell fit-out EREHE 112,143 136,479 407,099 330,764
Restacking a% 10,387 19,491 40,088 27,334
Reinstatement EIR 3,799 21,596 16,938 29,176
Design B& 1,366 2,828 5,127 6,835
Churn works TR 6,566 2,334 11,387 7,744
Maintenance and others REREAM 250 921 1,266 2,517
134,511 183,649 481,905 404,370

The Group’s revenue mainly represents revenue from the
provision of interior fit-out solutions for the three months
and nine months ended 31 December 2019 and 2018.

AREEBEHZ2019%F ;2018512 A31 8 1E31@ A
FOEAMBAETE AREESANEFZFT R EA
BEUWA o



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION

N

RELERAGS B ERME

REVENUE AND SEGMENT
INFORMATION (Continued)

The executive Directors have been identified as the chief
operating decision makers (“CODM”) of the Group who
review the Group’s internal reporting in order to assess
performance and allocate resources. The Group focuses
on provision of interior fit-out solutions in Hong Kong and
the PRC for the three months and nine months ended
31 December 2019 and 2018. Information reported to
the CODM, for the purpose of resources allocation and
performance assessment, focuses on the operating
results of the Group as a whole as the Directors regard
the Group’s business as a single operating segment and
review consolidated financial information accordingly.
The Group primarily operates in Hong Kong and started
its business in the PRC in May 2018. Revenue generated
from customers in the PRC is also related to the provision
of interior fit-out solutions and the reported geographical
segment information is presented as below:

Geographical information

The geographical location of customers is based on the
location at which the service provided. The Group’s
operations and workforce are mainly located in Hong Kong
and the PRC. The following table provides an analysis of
the Group’s revenue from external customers.

WARDEHER &)

NITESERERAAEENEIELLRERE
(TXERERFE])  AEEHMAEENHNAI
WE  UFBERBESEER - B E2019F K&
2018F12A31H IE3E A RO@EA  AEEFH F
REEBRPHIERZAEERAAR - AR
EERASENERSAE —KLE DML AE
EMGEVBER  MRERIERRBETEM
T RIELERREERNERAERAE
ERNERBCEEE AEBTENETBLEE
B BE2018F5AEFEABREY - RKARFH
BEEMRATEREZTAKEEERAIEREH
MEZFHHWEBSBERIIROT ¢

i3 E R
EPOMBUENDERREHERENLE - A&
B RERADNTEZMRBERPE - TRH
FIREERBINEEF R ADHT -

Unaudited
R EX

Three months ended
31 December
B Z12A31H 1L3@A

Nine months ended
31 December
BZ12A31H1L9EA

2019 2018 2019 2018

20194 20184 20194 20184

HK$’000 HK$’ 000 HK$’000 HK$’ 000

FET FAET FET FAET

Hong Kong F8 125,801 178,533 444,106 387,674
The PRC == 8,710 5,116 37,799 16,696
134,511 183,649 481,905 404,370
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED

REVENUE AND SEGMENT

INFORMATION (continued)
Information about major customers

Revenue from customers contributing over 10% of the

Group’ s total revenue are set out below.

S

FINANCIAL INFORMATION
REZERAGES B ERME

4. WARDHER (&)

ETREFEHR
KEMBAEBEBKAEBI0%N TP & UK AH
FIER e

Unaudited
RIEER

Three months ended
31 December
HZEZ12831H 1L3@ A

Nine months ended
31 December
BZ12A318 k9@ A

Customer A BPA
Customer B = FB
Customer C BFC
Customer D EFPD
Customer E X FE
Customer F B PF
Customer G EPG
Customer H = FPH
Customer | E A

Note: The corresponding revenue did not contribute over 10% of

the Group’s total revenue.

2019
20194
HK$’000
FET

N/A (Note)
TER ()
24,700
19,806
19,723
18,745
17,431
14,351

N/A (Note)
TER(KE)

N/A (Note)
TER (K iZ)

2018 2019 2018
20184 20194 20184
HK$’000 HK$’000 HK$’ 000
FET FETT FET
N/A (Note) 57,463 N/A (Note)
TERB ) TERB )
N/A (Note) N/A (Note) N/A (Note)
TERB(H ) TBER(ME) TEB )
N/A (Note) N/A (Note) N/A (Note)
NER (K it) TER M) TEBME)
28,512 N/A (Note) 57,523
TER (K )
N/A (Note) N/A (Note) N/A (Note)
TERB(H ) TBER(ME) TEB M)
N/A (Note) N/A (Note) N/A (Note)
NER (K it) TER M) TEBME)
N/A (Note) N/A (Note) N/A (Note)
TERB ) TER () TER )
28,770 N/A (Note) 40,119
TBR(KE)
18,461 N/A (Note) 40,661
TER (K )

Brit : HERATBEAREBAKAZ10% -



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
ARBELEAGSTBERME

5. EXPENSES BY NATURE 5. #MEESHMAX
The Group’s profits for the three months and nine months KEBEHZE2019%F K 201812 A31 H 131 A
ended 31 December 2019 and 2018 are stated after MO A s MMM AT HEX AR RITHAX
charging the following cost of sales and administrative & #HINWMT
expenses:
Unaudited
RBEZ
Three months ended Nine months ended
31 December 31 December
B Z12A31H L3E A BZ12A318 L9E A
2019 2018 2019 2018
20194 20184 20194 20184
HK$’000 HK$’ 000 HK$’000 HK$’ 000
FETT FETT FETT FET
Subcontracting charges DBEEH 107,314 156,189 406,383 335,120
Staff costs (Note 7) BIRAEHZ7) 11,977 10,171 31,298 26,910
Cleaning expenses BREH 1,976 2,531 6,908 6,349
Insurance expenses R X 1,282 1,566 2,863 2,497
Security expenses REHEZ 351 178 361 786
Operating lease payments LEBENK 37 610 70 1,631
Auditor’s remuneration 1% B B = B 62 13 893 358
Depreciation on right-of-use assets £ H#EEE 2T E
(Note 3(a)) (B 7#3(a)) 646 = 1,929 =
Depreciation on property, ME BER
plant and equipment HEIE 305 232 872 646
Amortisation of intangible assets %t & /&= # §4 48 631 169 1,856
Legal and professional fees FEMNEEEBR 909 1,364 3,951 3,502
Other expenses Hh 7 X 2,567 1,409 4,568 2,791
Total cost of sales and 85 B AR R AT
administrative expenses B Sz 4258 127,474 174,894 460,265 382,446

20 SANBASE CORPORATION LIMITED ~ THIRD QUARTERLY REPORT 2019



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
AELBERERESUBERM T

6. FINANCE INCOME/(COSTS) - NET

Interest income from bank deposits £ 7717 2l £ g A

Bank interest expense on bank RITE R Z BT
borrowings MERX
Interest expense on lease liabilities & & &2 5l &
X

STAFF COSTS, INCLUDING
DIRECTORS’ EMOLUMENTS

Salaries, bonuses and allowances ¥4 - fE4L &2 AL
Retirement benefits contributions & 7Kk & F 4 5

6. MBBA(KE)-FH

Unaudited
RISER

Three months ended
31 December
B Z12H31H 1L3@A

Nine months ended
31 December
HZ=12HA31H1L91E A

2019 2018 2019 2018
2019 20184 2019 20184
HK$’000 HK$’000 HK$’000 HK$’000
FET T FET THET
137 7 168 57

(6) (67) (49) (67)

(77) — (229) —

54 (60) (110) (10)

7. BEIRA(BRESEHE)

Unaudited
RIBERZ
Three months ended Nine months ended
31 December 31 December
B Z12A31 8 3@ A HZEZ12A318 9@ A
2019 2018 2019 2018
20196 20184 20194 20184
HK$’ 000 HK$’ 000 HK$’000 HK$’ 000
FE T FE T FET FAET
11,472 9,904 30,139 26,183
505 267 1,159 727
11,977 10,171 31,298 26,910
pegEAn 2019FE=5EHs 21



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
ARBELEAGSTBERME

8. INCOME TAX EXPENSE 8. MBHHAX
Unaudited
KA EX

Three months ended

31 December
B Z12H31H 1L3@A

Nine months ended
31 December
B Z12A31B1L9EA

2019 2018 2019 2018
20194 20184 20194 20184
HK$’000 HK$’ 000 HK$’000 HK$’ 000
FET FET FE T FET
Current income tax BV BB BT 15 Bt

— Hong Kong profits tax —BEMEB 951 2,451 3,451 5,076

— PRC enterprise income tax — > E
Frig i 516 (52) 1,429 73
Deferred tax IR E T 18 78 (318) (385) (318)
1,545 2,081 4,495 4,831

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill 2017
(the “Bill”) which introduces the two-tired profits tax rates
regime. The Bill was signed into law on 28 March 2018
and was gazette on the following day. Pursuant to the
two-tiered profits tax rates regime, the first HK$2 million
of assessable profits of the qualifying group entity will be
taxed at 8.25%, and assessable profits above HK$2 million
will be taxed at 16.5%. The assessable profits of group
entities not qualifying for the two-tiered profits tax rates
regime will continue to be taxed at a flat rate of 16.5%.

Accordingly, the Hong Kong profits tax of Sanbase Interior
Contracting Limited is calculated at 8.25% on the first
HK$2 million of the estimated assessable profits and at the
rate of 16.5% on the estimated assessable profits above
HK$2 million for the period.

Under the Law of the PRC on enterprise income tax (“EIT”)
and Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiary is 25% (2018: 25%).

No provision for income tax in other jurisdictions has been
made as the Group had no assessable profit in other
jurisdictions during the period.
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
AEBGEAGSTBER M

9. EARNINGS PER SHARE 9. BRER
(a) Basic (a) EX
Basic earnings per share is calculated by dividing the ERAAREFTHIZE E2019F K20184 12
profit attributable to owners of the Company by the A31HE3E A ROE AR G HEE AEL
weighted average number of ordinary shares in issue i Al BR DA B 81T 3 AR &Y 10 4 T 15 BUR R
less the total number of shares held under share MERETE TAFROBEEGTE -

award scheme during the three months and nine
months ended 31 December 2019 and 2018.

Unaudited
KBER
Three months ended Nine months ended
31 December 31 December
HZ12831H L3 A HZ12831H L9fA B
2019 2018 2019 2018
20195 20184 20195 20184
HK$’000 HK$’ 000 HK$’000 HK$'000
FETL F&ET FETT FET

Profit attributable to owners of — ANQ A A A 1

the Company ikl 5,634 8,208 10,225 15,985
Weighted average number of BRITE AR N

ordinary shares in issue less T EUR AR 1) 5%

shares held under share EhEt &I T Aras ik
award scheme ('000) W (FK) 197,944 200,000 197,944 200,000
Basic earnings per ordinary BREBREXZF
share (HK cents) (B 2.85 410 5.17 7.99
(b) Diluted (b) #8
There were no outstanding share options as at 31 M20194F K% 2018F 12 A31H - #&E M AR1T
December 2019 and 2018 and have no potential F2ERERTEE BT 2 BEA#ES
dilutive ordinary share in issue. Accordingly, diluted B AN SRESRFNHESERELRR
earnings per share is equal to basic earnings per MAEE o
share.
10. DIVIDEND 10. R &
The Directors do not recommend the payment of an EETEZHEZ=2019F K2018F12A318 1k
interim dividend for the three months and nine months 3fE A & o B Eifg & o

ended 31 December 2019 and 2018.



NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED
FINANCIAL INFORMATION
ARBELEAGSTBERME

11. RELATED PARTIES TRANSACTIONS 11. BBAIRS
The following is a summary of the significant transactions T MR 7S 5 [ B H R Bk 75 B £ 20194F 22018
carried out between the Group and its related parties in the F12A31B 1L3E B RO B E B &£ K BRESP
ordinary course of business during the three months and HEITHWERRZ S °

nine months ended 31 December 2019 and 2018.

Compensation of key management FTEEEAESH M
Key management includes executives of the Group. The ZEBANEBBEAEETHRAE - BEER
compensation paid or payable to key management for BENKENETEEBAENETEMHO TR :

employee services is shown below:

Unaudited
RBERZ
Three months ended Nine months ended
31 December 31 December
HZEZ12HA31H 3@ A HBZEZ12A31H 9@ A
2019 2018 2019 2018
2019 20184 20194 20184
HK$’000 HK$’ 000 HK$’000 HK$’ 000
FET FET FET FET
Salaries, bonuses and allowances ¥4 - JE4L &2 8L 1,410 2,073 4,230 6,351
Retirement benefits contributions & K 18 ) £ 3 14 13 41 43
1,424 2,086 4,271 6,394
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NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED

S

12. CONTINGENT LIABILITIES

The Group had the following contingent liabilities not
provided:

Surety bonds B #I 1R &

As at 31 December 2019, the Group provided guarantees
of surety bonds in respect of 3 (831 March 2019: 3)
construction contracts of the Group in its ordinary course
of business. No deposit was made in relation to the
guarantees of surety bonds in respect of the construction
contracts as at 31 December 2019 and 31 March
2019. The surety bonds are expected to be released in
accordance with the terms of the respective construction
contracts.

FINANCIAL INFORMATION
REZERAGES B ERME

12. R EE& &
AEBRELBEEOSERENT

Unaudited Audited
RIBER LEZ

As at As at

31 December 2019 31 March 2019
2019612831 H R2019F 3 A31H
HK$’000 HK$’ 000

FE T FET

5,224 8,809

R2019F 128318 ' AEBEERAEBAEE
2B BREPN=(2019F3A31H : Z)HESRE
BAREERNOREBER - R2019F12A8318 &
2019F3A31H  MEXKCHRELESNIELH
BHRFEREH ZEBEHNREBNBRE
BEEESDRERBER -



MANAGEMENT DISCUSSION AND ANALYSIS

EIEE D AT

BUSINESS REVIEW

The Group is an interior fit-out solutions provider focusing on
providing services to clients whose offices are predominately
situated in Grade A offices in Hong Kong and the PRC. Our role
in these fit-out projects entails the overall project management,
coordination and implementation of fit-out projects by engaging
subcontractors from different trades for their services and
labour, providing expertise such as controlling the quality
aspects of the projects and carrying out corresponding project
management.

Our projects can be broadly categorised into (i) bare shell fit-out
which is undertaken in the interior space of a vacant premise
having basic flooring and plastered walls; (ii) restacking which
involve upgrading and re-planning and providing modification
work to the existing interior structure of the premise; (iii)
reinstatement which involves demolishing any additional
moveable structure that were installed by the existing tenant;
(iv) design; (v) churn works; and (vi) maintenance and others
which involve providing minor repairs and general builder’'s
maintenance work to the tenant’s office facilities, pest control
and emergency call services, project management services and
mechanical, electrical and plumbing consultancy services.

During the nine months ended 31 December 2019 (the “Current
Period”), the Group achieved an increase in revenue of 19.2%
to HK$481.9 million from HK$404.4 million for the nine months
ended 31 December 2018 (the “Previous Period”). The growth
was mainly attributable to the increase in revenue from the
business of Bare shell fit-out and Restacking. The Group’s
gross profit increased to HK$45.7 million for the Current Period
from HK$41.3 million for the Previous Period, representing an
increase of 10.8%.

The Group’s profit attributable to owners of the Company
decreased by 36.0% to HK$10.2 million for the Current Period
from HK$16.0 million for the Previous Period.
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MANAGEMENT DISCUSSION AND ANALYSIS

OUTLOOK

In 2019, the management has made its efforts to maintain a
relatively stable business performance. Looking forward to
2020, the Group will continue to encounter challenges from
many external uncertainties, including China-US trade frictions,
fluctuation on financial market and shrinking market demands.

Nevertheless, the Directors remain positive about the prospects
of the interior fit-out market and will continue to focus on our
core business. In order to maximise the long term returns of
shareholders of the Company (the “Shareholders”), the Group
will devote more resources towards the development of our
interior fit-out business for commercial premises and pursue
strategic partnership with or investment in peer interior fit-
out solution providers or other industry players to enhance our

market share.

FINANCE REVIEW

Revenue

The Group’s revenue is principally generated from (i) bare shell
fit-out; (i) restacking; (iii) reinstatement; (iv) design; (v) churn
works; and (vi) maintenance and others. During the Current
Period, the Group’s revenue increased by 19.2% to HK$481.9
million (Previous Period: HK$404.4 million). The increase was
mainly attributable to the increase in revenue from the provisions
of bare shell fit-out and restacking services.

ERENEE =il

B2

R2019%F - EREE S HAFBHEERENEHBRR -
RE2020% - AEEKEBEHINEFESZ THEERER
WE  BRTXEZIER  cRMERBARTES
FRELR -

BENOY  BEFDNHERAREATSNIRARFTELE
VHEBEINHEMANELER - BEAQXFARR
(TBRRDHEHEHREAE  AEREBRAEZER
HERAAVENEARERS  USKERTEAER
EEANEAERIEMTE2EERREBIEAE
HRE AR THNER -

5 % 1= &
A

AEBHBRATERAONELEEE @ (VEX : (ii)B
R (VB WEBRIR : RVIIREREM o RZAH

B AEBENBAEMI2%E481.9AEBT(EF
FIH 4044 8ET) - ZEMTBRANEHRER
FRENMBERBHWAEZN -



MANAGEMENT DISCUSSION AND ANALYSIS

EERBNWE DN

FINANCE REVIEW (continued)

Revenue (Continued)

The following table sets forth a breakdown of the Group’s
revenue by project types for the nine months ended 31
December 2019 and 2018:

Project type HEER
Bare shell fit-out EREEE
Restacking BE
Reinstatement EIR

Design HE

Churn works I
Maintenance and others RERHEAM
Total st

As shown in above table, our bare shell fit-out contributed to
84.5% and 81.8% of the Group’s total revenue for the nine
months ended 31 December 2019 and 2018 respectively.
Revenue from bare shell fit-out increased to HK$407.1 million
for the Current Period from HK$330.8 million for the Previous
Period, representing an increase of 23.1%. The increase in
revenue from bare shell fit-out was mainly driven by 14 major
bare shell fit-out, each accounted for revenue over HK$10.0
million, for the Current Period.

From 1 April 2019 and up to the date of this quarterly report, we
were newly awarded a total of 48 bare shell fit-out projects with
a total project sum of HK$433.3 million.
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WA (E)

TR AEEEE2019F £2018F 12 A31H 1L91A
ARBEERESHKRARBL :

Unaudited
RRER
Nine months ended 30 September
BZE12A31A L9@A

2019 2018
20194 20184

HK$’000 %  HK$’ 000 %
FET % FAET %
407,099 84.5 330,764 81.8
40,088 8.3 27,334 6.8
16,938 3.5 29,176 7.2
5,127 1.1 6,835 1.7
11,387 2.4 7,744 1.9
1,266 0.2 2,517 0.6
481,905 100.0 404,370 100.0

mERFAR B ZE2019% %2018 12 431 8 L9 @
A EMHELEREERNBASEAREE R
AHI84.5%81.8% - EXRFEREELEMNMARESF
B HIM330.8F B8 T MN23.1%%E A M M407.18
BET RAHB  EXEREELENKBAENEE
BURAEAERERERE  BEBEELENKAR
BiB10.0EEB T -

H2019F4A1BREZEATEREDE - FHMHLE
B48EFHEALREEZEE - BB #% 54333858
BT e



MANAGEMENT DISCUSSION AND ANALYSIS

FINANCE REVIEW (continued)

Cost of sales and Direct margin

The Group’s cost of sales mainly comprised subcontracting
charges and staff costs. The increase in cost of sales from
HK$363.1 million for the Previous Period to HK$436.2 million for
the Current Period, representing an increase of 20.1%.

Defined as revenue less subcontracting costs, cleaning
expenses, insurance expenses and security expenses, direct
margin of the Group indicates the overall project profitability
before taking into account of other fixed costs. The following
table sets forth the breakdown of the Group’s direct margin by
project types for the nine months ended 31 December 2019 and
2018:

Project type HEFR
Bare shell fit-out ERFE R
Restacking g
Reinstatement =R

Design ®E

Churn works TRETE
Maintenance and others RERHEAM
Total st

The Group’s overall direct margin increased to HK$65.2 million
for the Current Period from HK$59.9 million for the Previous
Period. Such increase in the direct margin was primarily
attributable to the increase of direct margin for bare shell fit-
out to HK$49.4 million for the Current Period (Previous Period:
HK$40.2 million). The increase in direct margin for bare shell fit-
out was mainly driven by the larger scale of projects awarded
during the Current Period.

ERENEE =il

B EREE)
HERAREENBE
AEENHEHERATEBRESBEER
EXABREFRBANSCIAEEE T
BH436.28 &8 T °

HEN20.1% %= AN H

FEEEEMBEERRABRSBERAE - BREMA -
TR RREAE - IR REMEFE KA EE
HE AFER - TRETAREEHE20194F k20184
12A31B E9E AZRIBEERE M EE N HAE

Unaudited
RICEX
Nine months ended 31 December

HZEZ12831H 1L9A A

2019 2018

20194 20184
% of % of
HK$’000 revenue HK$’ 000 revenue
F#ET 118 A % FAET 15 A %
49,350 12.1 40,173 12.1
5,328 13.3 6,960 2980
981 5.8 4,110 141
3,480 67.9 6,122 89.6
5,125 45.0 1,319 17.0
967 76.4 1,189 47.2
65,231 13.5 59,873 14.8

AEENBREBEEFHAEAFREAMNS.08 BB T
MERHEAES2EEE T EEFMBEZEMNEER
HREAEEENAHEMEENEEZENBEMNE404
BEBL(EFRE 402888 1) - THREHREE
EMEEFBENEZZERZRARMESHIEE AE
B e



MANAGEMENT DISCUSSION AND ANALYSIS

EERBNWE DN

FINANCE REVIEW (continued)

Administrative Expenses

The Group’s administrative expenses amounted to HK$24.1
million for the Current Period, representing an increase of
HK$4.8 million or 24.5% as compared to that of HK$19.3
million for the Previous Period. Such increase was primarily
attributable to (i) an increase of HK$3.2 million in staff costs due
to the general pay rise and increase of headcount; and (ii) an
increase of HK$0.9 million in total for staff welfare and travelling
expenses.

Income tax expense

Income tax expense of the Group for the Current Period was
HK$4.5 million, representing a decrease of HK$0.3 million, as
compared to HK$4.8 million for the Previous Period.

Profit for the period
Profit for the Group decreased to HK$15.1 million for the
Current Period from HK$17.1 million for the Previous Period.

Profit attributable to owners of the Company

Profit attributable to owners of the Company amounted to
HK$10.2 million for the Current Period, representing a decrease
of HK$5.8 million, as compared with HK$16.0 million for the
Previous Period.

LIQUIDITY, FINANCIAL RESOURCES,
GEARING RATIO AND CAPITAL
STRUCTURE

During the Current Period, the Group financed its operation
by its internal resources and granted bank facility. As at 31
December 2019, the Group had net current assets of HK$123.7
million (31 March 2019: HK$114.4 million), including cash and
cash equivalents balances of HK$134.8 million (31 March 2019:
HK$106.0 million) mainly denominated in Hong Kong dollars.
As at 31 December 2019, the Group had an unutilised bank
facility of HK$64.8 million (31 March 2019: HK$48.4 million). The
granted bank facility was secured by corporate guarantee of the
Group.

The current ratio, being the ratio of current assets to current
liabilities, was 1.6 times as at 31 December 2019 (31 March
2019: 1.5 times). The gearing ratio of the Group as at 31
December 2019 was nil (31 March 2019: 9.4%). The gearing
ratio is calculated as total debt divided by total equity as at the
respective period end.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY, FINANCIAL RESOURCES,
GEARING RATIO AND CAPITAL
STRUCTURE (Continued)

There has been no change in capital structure of the Company
as at 31 December 2019. The equity attributable to owners of
the Company amounted to HK$135.7 million as at 31 December
2019 (31 March 2019: HK$131.9 million).

The Group does not have any exposure to fluctuations in
exchange rates and any related hedges.

PLEDGE OF ASSETS

As at 31 December 2019 and 31 March 2019, the Group had
not pledged any assets to secure bank facilities or finance lease
obligation.

CAPITAL COMMITMENTS
As at 31 December 2019 and 31 March 2019, the Group had no
capital commitment.

SIGNIFICANT INVESTMENTS, MATERIAL
ACQUISITIONS AND DISPOSAL OF
SUBSIDIARIES AND AFFILIATED COMPANIES
During the nine months ended 31 December 2019, the Group did not
have any significant investment, material acquisition or disposal.

CONTINGENT LIABILITIES

As at 31 December 2019, the Group provided guarantees of
surety bonds of HK$5.2 million (31 March 2019: HK$8.8 million)
in respect of 3 (31 March 2019: 3) construction contracts of the
Group in its ordinary course of business. The surety bonds are
expected to be released in accordance with the terms of the
respective construction contracts.

HUMAN RESOURCES MANAGEMENT

As at 31 December 2019, the Group had a total of 94 (31 March
2019: 80) employees. To ensure that the Group is able to attract
and retain staff capable of attaining the best performance levels,
remuneration packages are reviewed on a regular basis. In
addition, discretionary bonus is offered to eligible employees by
reference to the Group’s results and individual performance.

ERENEE =il
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TtREBREMER

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPAY OR ANY
ASSOCIATED CORPORATION

As at 31 December 2019, the interests and short positions of
the Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) (the “SFO”)), which would have to be notified to
the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interest or short positions
which they are taken or deemed to have under such provisions
of the SFO) or which were required to be recorded in the register
maintained by the Company pursuant to section 352 of the SFO
or otherwise notified to the Company and the Stock Exchange
pursuant to rules 5.46 to 5.68 of the GEM Listing Rules relating
to the securities transactions by the directors.

(A) Long Position in the Company’s Shares

Capacity/
nature of interest

Name of Directors/
chief executive

EERKSITRABRAED T M AE B
FERG  HBEROKESFHNESZERAR

MR2019F 1283818 ' ARAZEERBEHITHAER
AARSKEEMBEEEB(TEREB AP EL7T1EE
SREBEE(IREFRBEKG ) EXVI) KRG -
B G REFHF HERIEFHF &K E & EXVE
FBIRSDHBANGARNRNBIFTHERS AR (B
FEREZHFRBEKRINEBEXESHEAREE
BEMEZRERR)  FREES RS KL E3521
BETDHEARNTEFEEZECMANER AR HBE
EHESETESF T HNGEM TR BIFE5.46%5.68
BREASITMEARA KRBT ESR RAR °

(A) REQXFARBNER

Number of issued
shares held/
interested in

Percentage
of the issued
share capital

Fids, HARERW HE#T
EE BRETHRAEHRS B HEME ERTROHE RABDL
Ms. Hui Man Yee, Maggie Interest of spouse 112,500,000 (Note 1) 56.25%
HFelart Ao (5 # = 112,500,000 (#1)
Mr. Wong Kin Kei Interest in a controlled 37,500,000 (Neote 2) 18.75%

corporation

mEREARE XErEER 37,500,000 #:#2)
Mr. Wong Sai Chuen Interest in a controlled 112,500,000 Nete 9 56.25%

corporation
F it 7oA RELEEER

Notes:

1. Ms. Hui Man Yee, Maggie, the spouse of Mr. Wong Sai
Chuen, is deemed to be interested in the 112,500,000
Shares held by him, through his controlled incorporation,
Madison Square International Investment Limited, pursuant
to the SFO.

2. Shares in which Mr. Wong Kin Kei is interested in consist of
37,500,000 Shares held by J&J Partner Investment Group
Limited, a company wholly owned by him, in which Mr.
Wong Kin Kei is deemed to be interested under the SFO.

3. Shares in which Mr. Wong Sai Chuen is interested in
consist of 112,500,000 Shares held by Madison Square
International Investment Limited, a company wholly owned
by him, in which Mr. Wong Sai Chuen is deemed to be
interested under the SFO.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

(B) Long Position in the Shares of associated
corporations

Name of Directors/
chief executive

Name of associated
corporation

TtRESREMESR

(B) REBEZEROGHNEFA

Number

of issued
shares held/
interested in

Percentage of
shareholding

Capacity/
nature of interest

¥/
BEERD
=5 &)
EE BRETRAEHS HBCEEE B B HEME v 4= FRADL
Ms. Hui Man Yee, Maggie ™ete 7 Madison Square Interest of spouse 37,500 100%
International Investment
Limited ote 2)
e R T WE HtEFR R AWz i 18 ¥ &
Mr. Wong Kin Kei J&J Partner Investment Beneficial owner 12,500 100%
Group Limited (ote 9
EREASE JB 4B BR 1 A (i) EmEAA
Mr. Wong Sai Chuen Mote 7) Madison Square Beneficial owner 37,500 100%

TF it 75 o A= (Aan)

International Investment
Limited Mote 2)
t 8 H R A 7 we2)

Notes:

1.

Ms. Hui Man Yee, Maggie, the spouse of Mr. Wong Sai
Chuen, is deemed to be interested in Mr. Wong Sai Chuen’s
interest in Madison Square International Investment Limited,
pursuant to the SFO.

Under the SFO, a holding company of listed corporation is
regarded as an “associated corporation”. Madison Square
International Investment Limited held 56.25% of our issued
share capital and thus was our associated corporation.

Under the SFO, a holding company of listed corporation
is regarded as an “associated corporation”. J&J Partner
Investment Group Limited held 18.75% of our issued share
capital and thus was our associated corporation.

Save as disclosed above, as at 31 December 2019, none of the
Directors and chief executive of the Company nor their close
associates had any interests or short positions in any shares,
underlying shares and debentures of the Company or any of its
associated corporations as defined in the SFO.

BERfEAA
Hat

1. FERKEIDIEFELENES REESFR
HEGD BRAREIHFAERESERD
AT RS -

2. WEBHFRBERY  LWEBOZERA AR
BETHEE ZE] HEBRARFEAQAL
BT AM5G6.25% @ B AARR R BB AR -

3. WBEBHFLBERM  LWEBOZERA AR
BAETHEEBAE] - BEERARBFEARARRD
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REERBERITRAERBEZERHEARAEAR A
SEFEMAEBREZE(TERLEHFRBEKM) NEM
fEm - HEAROREHFTFEEETMEZIOAE -



CORPORATE GOVERNANCE AND OTHER INFORMATION
TtREBREMER

INTERESTS AND SHORT POSITIONS OF FERRREMATREQARGO RAEEH
SUBSTANTIAL SHAREHOLDINGS AND ROWERZRKXE

OTHER PERSONS IN THE SHARES AND

UNDERLYING SHARES OF THE COMPANY

As at 31 December 2019, so far as known to the Directors, the HR2019F 128310 ' BEEMAM BREZFHFLHE
particulars of the corporate or persons (other than a Director {&HI5 336 FEMNELMATREBEE AR KL &
or the chief executive of the Company) which had 5% or more B H5% A EiE ek MA B B EBE A T (AR A
interests and short positions in the shares and the underlying EZHHSTHRABKRINFEBWT :

shares of the Company as recorded in the register kept

pursuant to section 336 of the SFO were as follows:

Long Position in the Company’s Shares REXTRGOGHOERE
Number of issued
Capacity/ shares held/ Percentage of
Name of Shareholders nature of interest interested in shareholding
Fids, HARERW
BRR it B REntE ERITROHE ERESL
Madison Square International Investment Beneficial owner 112,500,000 56.25%
Limited (ote 7
=2 HR QAL BEREAA
Mr. Wong Sai Chuen (vete ) Interest in a controlled 112,500,000 56.25%
corporation
F 17 5k 4w REAEER
Ms. Hui Man Yee, Maggie Mete 2 Interest of spouse 112,500,000 56.25%
7 2 a2 L (maz) B
J&J Partner Investment Group Beneficial owner 37,500,000 18.75%
Limited Mote 9
JBHER R 1~ A (i) EHEAA
Mr. Wong Kin Kej Note 9 Interest in a controlled 37,500,000 18.75%
corporation
i A S A i) REAEER
Ms. Ho Sin Ying Mote 4 Interest of spouse 37,500,000 18.75%
o] {5 &8 2 & (W) i 18 ¥ &

34 SANBASE CORPORATION LIMITED ~ THIRD QUARTERLY REPORT 2019



CORPORATE GOVERNANCE AND OTHER INFORMATION

Notes:

1. Shares in which Mr. Wong Sai Chuen is interested in consist
of 112,500,000 Shares held by Madison Square International
Investment Limited, a company wholly owned by him, in which Mr.
Wong Sai Chuen is deemed to be interested under the SFO.

2. Ms. Hui Man Yee, Maggie, the spouse of Mr. Wong Sai Chuen, is
deemed to be interested in the 112,500,000 Shares held by him,
through his controlled corporation, Madison Square International
Investment Limited, pursuant to the SFO.

3. Shares in which Mr. Wong Kin Kei is interested in consist of
37,500,000 Shares held by J&J Partner Investment Group Limited,
a company wholly owned by him, in which Mr. Wong Kin Kei is
deemed to be interested under the SFO.

4. Ms. Ho Sin Ying, the spouse of Mr. Wong Kin Kei, is deemed to
be interested in the 37,500,000 Shares held by him, through his
controlled corporation, J&J Partner Investment Group Limited,
pursuant to the SFO.

Save as disclosed above, as at 31 December 2019, the
Company had not been notified by any persons (other than
Directors or chief executive of the Company) who has interests
or short positions in the shares or underlying shares of the
Company which were recorded in the register required to be
kept by the Company under section 336 of the SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed in this quarterly report, at no time during the
nine months ended 31 December 2019 was the Company, its
holding company or any of its subsidiaries or fellow subsidiaries
a party to an arrangement that would enable the Directors
or their close associates to acquire benefits by means of the
acquisition of shares or debentures of the Company or any other
body corporate.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY’S LISTED SECURITIES

Save for the purchase of Shares by the trustee through on-
market transactions at prevailing market price as stipulated
under the Share Award Scheme (as defined hereinafter), neither
the Company nor any of its subsidiaries had purchased, sold
or redeemed any of the Company’s listed securities during the
Current Period.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TtREBREMER

INTEREST IN COMPETING BUSINESS

None of the Directors and Controlling Shareholders or any of
their respective close associates (as defined in the GEM Listing
Rules) are engaged in any business that competes or may
compete, directly or indirectly, with the business of the Group or
have any other conflicts of interest with the Group nor are they
aware of any other conflicts of interest with the Group which any
such person has or may have with the Group during the Current
Period.

SHARE OPTION SCHEME

On 8 December 2017, the Company adopted the share option
scheme (the “Share Option Scheme”), which falls within the
ambit of, and is subject to, the regulations under Chapter 23
of the GEM Listing Rules. The purpose of the Share Option
Scheme is to attract, retain and motivate employees, Directors
and other participants, and to provide a means of compensating
them through the grant of options for their contribution to the
growth and profits of the Group, and to allow such employees,
Directors and other persons to participate in the growth and
profitability of the Group.

Qualified participants of the Share Option Scheme include
directors (including executive, non-executive and independent
non-executive Directors) and employees (whether full-time or
part-time) of the Company or any of its subsidiaries or any
other person who in the absolute discretion of the Board has
contributed or will contribute to the Group.

The total number of Shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme
is 20,000,000 Shares, representing approximately 10% of the
total issued share capital of the Company as at the date of this
quarterly report.

The total number of Shares issued and to be issued upon the
exercise of the options granted to or to be granted to each
eligible person under the Share Option Scheme (including
exercised, cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the Shares in issue.

The offer of a grant of share options under the Share Option
Scheme may be accepted upon payment of a consideration of
HK$1 by the grantee.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

The Share Option Scheme will remain in force for a period of
10 years commencing on 8 December 2017 and the options
granted have a 10-year exercise period. Options may be vested
over such period(s) as determined by the Board in its absolute
discretion subject to compliance with the requirements under
any applicable laws, regulations or rules.

The exercise price of share options under the Share Option
Scheme is determined by the Board, but shall not be less than
the higher of (i) the closing price of the Shares as stated in the
daily quotation sheet of the Stock Exchange on the date of
grant, which must be a business day; (i) the average closing
price of the Shares as stated in the daily quotation sheets of
the Stock Exchange for the five business days immediately
preceding the date of grant; and (i) the nominal value of a
Share.

A summary of the terms of the Share Option Scheme has
been set out in the section headed “E. Share Option Scheme”
in Appendix IV of the prospectus of the Company dated 18
December 2017.

No share options have been granted under the Share Option
Scheme since its adoption and up to the date of this quarterly
report.

SHARE AWARD SCHEME

On 16 October 2018, the Board approved the adoption of
the share award scheme (the “Share Award Scheme”) with
immediate effect, pursuant to which all eligible persons will be
entitled to participate. The purpose of the Share Award Scheme
is to recognise the contributions by certain eligible persons and
provided them with incentives in order to retain them for the
continuing operation and development of the Group, and to
attract suitable personnel for further development of the Group.

The total number of shares which may be granted under the
Share Award Scheme is 2,056,000, representing approximately
1.03% of the total issued share capital of the Company as at the
date of this quarterly report.

A summary of the terms of the Share Award Scheme has been
set out in the announcement of the Company dated 16 October
2018.

No shares have been granted under the Share Award Scheme
since its adoption and up to the date of this quarterly report.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TtREBREMER

MODEL CODE FOR SECURITIES
TRANSACTION BY DIRECTORS

The Company has adopted the code of conduct for securities
transactions by Directors on terms equivalent to the Rules 5.48
to 5.67 of the GEM Listing Rules (the “Model Code”). Having
made specific enquiry, all Directors have confirmed that they
have fully complied with the required standards set out in the
Model Code throughout the nine months ended 31 December
2019.

COMPLIANCE WITH CORPORATE

GOVERNANCE CODE

The Company is committed to adopting a high standard of
corporate governance practices and procedures throughout the
Group. The Directors firmly believe that sound and reasonable
corporate governance practices are essential for the steady
growth of the Group and for safeguarding the interests of
Shareholders.

The company has complied throughout the nine months ended
31 December 2019 with all the code provisions in the Corporate
Governance Code (the “CG Code”) as set out in Appendix 15 of
the GEM Listing Rules, except the following deviation:

Under code provision A.2.1 of the CG Code, the roles of
chairman and chief executive should be separate and should
not be performed by the same individual. Mr. Wong, holds
both positions. Mr. Wong has been primarily responsible
for overseeing the Group’s management and business
development and formulating business strategies and policies
of the Group since 2009. As the Board meets regularly to
consider matters relating to business operations of the Group,
the Board is of the view that the above arrangement will not
impair the balance of power and authority of the Board and the
executive management. The effectiveness of corporate planning
and implementation of corporate strategies and decisions will
generally not be undermined.

DIVIDEND

The Directors do not recommend the payment of an interim
dividend for the nine months ended 31 December 2019 and
2018.

EVENTS AFTER THE REPORTING PERIOD

The Board is not aware of any events after the reporting period
that requires disclosure.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

INTEREST OF COMPLIANCE ADVISER

With effect from 1 May 2019, the Company and TC Capital
International Limited (“TC Capital”) have mutually agreed
to terminate the compliance adviser agreement entered into
between the Company and TC Capital dated 6 July 2017 (the
“TC Capital Agreement”’). The Company has appointed
Messis Capital Limited (“Messis Capital”) as the new
compliance adviser of the Company and signed a compliance
adviser agreement with Messis Capital (the “Messis Capital
Agreement”) with effect from 1 May 2019.

As notified by TC Capital and Messis Capital respectively, save
for the TC Capital Agreement and Messis Capital Agreement,
neither TC Capital nor Messis Capital, as the compliance adviser
of the Company during the respective periods, nor any of their
directors, employees or close associates (as defined under the
GEM Listing Rules) had any interest in the Group or in the share
capital of the Company or any member of the Group which is
required to be notified to the Company pursuant to Rule 6A.32
of the GEM Listing Rules as at 31 December 2019.

AUDIT COMMITTEE

The Company has established an Audit Committee with written
terms of reference which are no less exacting terms than those
set out in the CG Code and Corporate Governance Report
contained in Appendix 15 of the GEM Listing Rules. Currently,
the Audit Committee comprises three independent non-
executive Directors namely Mr. Cheung Chi Man, Dennis, Mr.
Chan Chi Kwong, Dickson and Mr. Pang Chun Fai, Benny, and
chaired by Mr. Cheung Chi Man, Dennis, who has appropriate
professional qualifications and experience as required by the
GEM Listing Rules.

The Audit Committee has reviewed the unaudited condensed
consolidated financial information for the nine months ended 31
December 2019, which is of the opinion that such information
have been prepared in accordance with all applicable
accounting standards, the requirements under the Hong Kong
Companies Ordinance and the GEM Listing Rules.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TtREBREMER

PUBLICATION OF 2019 THIRD QUARTERLY

REPORT

The 2019 third quarterly report of the Company containing all
the information required by GEM Listing Rules will be dispatched
to Shareholders and will also be published on the websites of
HKEXnews (www.hkexnews.hk) as well as the website of the
Company (www.sanbase.com.hk).

By order of the Board
Sanbase Corporation Limited
Mr. Wong Sai Chuen
Chairman, Chief Executive Officer and
Executive Director

Hong Kong, 6 February 2020

As at the date of this quarterly report, the Board comprises
Mr. Wong Sai Chuen (Chairman and Chief Executive Officer),
Mr. Wong Kin Kei (Chief Operating Officer) and Ms. Hui
Man Yee Maggie being the executive Directors; and Mr.
Cheung Chi Man Dennis, Mr. Chan Chi Kwong Dickson
and Mr. Pang Chung Fai Benny being the independent
non-executive Directors.
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